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Question 1 


Chook and Cooks entered into a partnership agreement on 25 April 1989 holding a fifty-fifty split 
in the partnership. At 1 July 2012 the partnership had a net value of less than $6 million. Chook 
turned 48 years and Cooks turned 62 in 2012. 


Chook and Cooks sold one of the buildings held in the partnership on 12 May 2013 for a gross 
capital gain of $458,000. At that time Cooks retired and Chook continued to manage the rest of the 
buildings. In addition, it was decided that the partnership would change to 80:20 for Chook: Cooks 
effective from | June 2014. 


The financial statements of the partnership for the year ended 30 June 2013 show an operating 
profit of $60,000.Along with the operating profit figure, the following information is provided to 
you relating to the financial statements: 


e A Superannuation contribution of $6,000 paid on behalf of Chook; 


e Monthly Private School fees for Chook’s son amounting to $12,000 for the year. 


With reference to legal authority, calculate the income of the partnership and the taxable 
income of the partners for the financial year ended 30 June 2013. Make sure that you take 
into account any capital gains taxation consequences. 


Question 2 


The trustee for the Powell discretionary trust has recently received an amended assessment from the 
Australian Taxation Office (‘ATO’) whereby the income of the trust has been increased by $20,000 
for the financial year ended 30 June 2013. The trustee seeks your advice on the taxation issues. 


The trustee provides you with the following information: 
e Accounting profit, which was the initial figure lodged with the ATO: $50,400; 
e The entire accounting profit of $50,400 was distributed to June Powell; and 
e Potential Beneficiaries: 
> John Powell, School principal; 
> June Powell, School canteen operator, who earns $17,000 per annum outside of the trust; and 


> Richard Powell, 9 year old Australian Resident. 


The trustee wants to know what the difference would be if the trust was a fixed trust and not a 
discretionary trust. 


With reference to legal authority, provide advice to the trustee on the taxation issues. 
Discussions should include the difference between a fixed and a discretionary trust, as well as 
the various options available for distributing the increased income. 
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Question 3 


A large listed public company, David Jenkins Clothing Ltd operates global operations, but their 
main operations and head office is located in Australia. During the 2013 financial year the company 
derived $17.1million in assessable income and $130,000 in net exempt income. 


David Jenkins Clothing Ltd provides you with the following information of relevance to the 2013 
financial year: 


e Allowable operation expenses: $20.7 million; 
e Superannuation guarantee charges: $270,000; 


e Replacing the carpets in their largest retail store after a massive storm caused severe flooding. 
Cost: $220,000 — the carpet was replaced with carpets that match the new design and minimize 
cleaning; and 


e Online purchases were deducted in the UK branch books as the UK branch showed a significant 
profit. Online purchases for the Australian stores amounted to $3 million, but were deducted in 
the UK branch accounting system. 


David Jenkins Clothing Ltd had a trading loss of $4.5million in the 2012 income year. There have 
not been any changes in the shareholding of the company since 1997. 


With reference to legal authority, calculate David Jenkins Clothing Ltd’s taxable income / loss 
for the year ended 30 June 2013. 


Question 4 


Angelina is employed by Dentalworx four (4) mornings a week. She also developed a children’s 
application for iPads. She provides you with the following information for the 2013 financial year: 


e Sale of Children’s Application for the iPad: $130,000; 


e Angelina is not registered for Goods and Services Taxation as she has been advised by a friend 
that online applications are GST-free; 


e Wages of $35,000; 


e Angelina earns $10 a day on the days she works at Dentalworx for being the OH&S officer at 
work. This has been paid to her out of petty cash and does not form part of the payment 
summary. It was treated as a reimbursement for consumables; 


e Angelina received fully franked dividends of $700; and 


e Brad, Angelina’s late husband, died on his work premises in March 2013 from food poisoning. 
Angelina received $190,000 from her late husband’s employer as a final payment given to all 
employees leaving the service after more than 15 years of service. Brad had not previously 
received any eligible termination payments. 


With reference to legal authority, provide Angelina with advice on the taxation issues and 
calculate her assessable income (DO NOT calculate tax payable). 
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Question 5 


Wild William a fully qualified tattoo artist, advises you of the following transactions that occurred 
in the 2013 financial year: 


On 8 May 2012 he was given a 24 carat gold chain with a total market value of $8,000 for a 
large tattoo job for one of his loyal customers. The value of the work done was also $8,000. He 
sold the gold chain on 17 June 2013 for $14,000; 


He sold his motor home, which he had lived in for many years on 23 June 2013 for $340,000. He 
had bought the motor home on 2 February 2000 for $190,000. He incurred advertising fees of 
$340 on the sale. He sold the land on which the motor home was parked (920m?) for $140,000. 
The land was bought in November 1999 for $40,000. Solicitor’s fees for the sale of land 
amounted to $1,400; 


He sold his Harley Davidson Bike bought in 2009 for $15,000 for a total of$18,000 to a good 
friend. The friend could not pay in cash and used marijuana with a market value of $18,000 to 
pay for the bike. 


He sold his Renato Deluxe Shotgun that he often used for target shooting to upgrade to a more 
powerful gun. In 2003 he purchased the Renato Deluxe shotgun for $11,000. He sold it for 
$11,500. During the time he had it for sale he stored it with a licensed weapon handler for the 
purpose of inspections by prospective buyers. Legal storage amounted to $850. 


He has a carried forward capital loss of $600 from the sale of collectables; and 


He has a carried forward capital loss of $7,000 from the sale of financial assets. 


With reference to legal authority, calculate William’s capital gain / loss for the financial year 
ended 30 June 2013. 
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